MASTER  NEGATIVE  # 

COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  - EXISTING  BIBLIOGRAPHIC  RECORD 


RESTRK/TIONS  ON  USE:  Reproductions  may  not  be  made  without  permission  from  Columbia  University  Libraries. 

TECHNICAL  MICROFORM  DATA 

FILM  SIZE:  3S /hm  REDUCTION  RATIO:  :!  IMAGE  PLACEMENT:  lA  & IB  IIB 

DATE  FILMED:  INITIALS:  4jP 

TRACKING  # : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM,  PA. 


r 


THE  REAL  GRIEVANCE 

OF 

THE  WOE  KING  CLASSES. 


► 


ON  THE 


DISTRIBUTION  OF  WEALTH. 


‘‘We  know  that  Error  is  manifold,  but  Truth  is  one;  and  that, 
therefore,  it  is  by  no  means  enough  to  oppose  Error  ; for  one  Error 
may  be  opposed  by  another  Error  ; and  the  only  right  opposition  to 
Error  is  Truth,’’ — Dr.  Wordsxoorth, 


JOHN  TEMPLEMAN,  36,  GREAT  PORTLAND  STREET. 

1868. 


TO 


W.  M.  WATTS,  80,  gray’s  INN  ROAD. 


JOHN  STUART  MILL,  Esq.,  M.P:, 

HENRY  FAWCETT,  Esq.,  M.P., 

ERNEST  JONES,  Esq., 

AND  ALL  WHO  ATTRIBUTE  THE  IMPOVERISHMENT  OF  THE  WORKING 
CLASSES  TO  THE  MONOPOLY  OF  LAND  AND  THE  LAW  OF  ENTAIL, 
THE  CONSIDERATION  OF  THE  FOLLOWING  PAGES  IS  COMMENDED. 


1l 


“ One  ont  of  every  twenty  inhahitants  of  England  is  svnk  so  deep 
‘ in  paupen's77i  that  he  has  to  be  supported  by  pai'ochial  relief!' 

“ O71  every  side  v’e  are  met  with  the  most  conchtsive  evidence  that  the 
' ■ product io7i  of  wealth  in  this  co\intry  is  so  vast,  a7id  so  rapidly 
'■  augme7iting,  that  it  is  idle  to  say  poverty  exists  because  weedth  e7i07xgh 
‘ ■ is  not  2»'oduced!' 

Here,  theii,  is  a p>olitical-€c07io77iical  question  of  surpassmg  inte7rst 
" and  ii7ipo7'ta7ice  to  solve, — Iloiv  is  it  that  this  vexfit  production  of 
'■  ivealth  does  not  lead  to  a happier  distributio7i  I How  is  it  that  the 
I'ich  seem  to  he  constantly  growmg  7'icher,  whilst  the  poverty  of  the 
‘ poor  is  not  pei-ceptihly  diminished  2 ” 

Fawcktt — “The  p]conomic  Position  of  the 
P>vitis]i  Labourer,”  pp.  5,  0,  7. 


ON  THE  DISTRIBUTION  OF  WEALTH. 


1,  “ Money,  as  money,  satisfies  no  want,  answers  no  pur- 
j)ose,  its  wortli  to  any  one  consists  in  its  being  a convenient 
shape  in  which  to  receive  liis  incomings  of  all  sorts,  w'hich 
incomings  he  afterwards,  at  the  times  which  suit  him  best, 
converts  into  the  forms  in  whicli  they  can  be  useful  to  him.”* 

The  Avelfare  of  the  working  man  therefore  does  not  depend 
upon  the  mere  amount  of  money  which  he  receives  as  wages, 
but  upon  the  quantity  of  food,  clothing,  and  other  necessaries 
■which  it  enables  him  to  obtain.  The  workman  who  now  gets 
20^.  per  week,  would  be  just  as  well  off  with  16^.  if  the  prices 
of  everything  he  requires  were  reduced  l-5th,  or  as  he  would 
be  with  24.S-.  if  they  were  raised  l-5th.  The  rate  of  real 
wages,  i.e.  the  quantity  of  commodities  he  is  enabled  to  ob- 
tain, must  be  estimated,  not  by  their  nominal  amount  in  money, 
but  by  the  proportion  which  that  money  bears  to  prices ; they 
must  be  considered  to  have  fallen,  even  when  their  money 
amount  is  increased,  if  prices  have  risen  in  greater  proportion  ; 
and  to  have  risen,  even  when  their  money  amount  is  reduced, 
if  prices  have  fallen  more. 

2.  “ A rise  in  the  market,  or  current  rate  of  wages,  is  seldom 
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exactly  co-incident  with  a rise  in  the  price  of  necessaries.”! 

Consequently  a rise  of  prices  is  generally  accompanied  by 
a fall  of  real  wages,  and  a fall  of  prices  by  a rise  of  real  wages. 

3.  “ If  we  suppose  that  all  the  goods  of  the  country  are  on 
one  side,  all  the  money  on  the  other,  and  that  they  are  ex- 
changed at  once  against  each  other,  it  is  obvious  that  1-lOth, 
or  1-lOOth,  or  any  part  of  the  goods,  will  exchange  against 

* J,  S.  Mill,  Political  Economy,  Preliminary  Remarks, 
t Macculloch,  Political  Economy,  p.  407. 
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1-lOth,  or  any  part  of  the  whole  of  the  money ; and  that  this 
tenth,  &c.  will  be  a great  quantity  or  small,  exactly  in  propor- 
tion as  the  whole  quantity  of  the  money  in  the  country  is 
great  or  small.”  * 

The  rate  of  prices,  then,  ultimately  depends  upon  the  pro- 
portion between  the  quantity  of  money  in  circulation  and  that 
of  the  goods  to  be  exchanged  by  its  means.  An  increase  in 
the  quantity  of  money  causes  a greater  demand  for  produc- 
tions, and  a rise  in  their  price;  a decrease  in  the  quantity  of 
money  tends  to  lower  their  price.  An  increase  in  the  quantity 
of  productions  tends  to  lower  prices,  and  a decrease  to  raise 
them.  The  familiar  association  of  cheapness  and  plenty,  of 
dearness  and  scarcity,  is  sufficient  evidence  of  this  truth. 

4.  Besides  the  actual  proportion  of  money  to  commodities, 
the  rate  of  prices  is  influenced  by  other  circumstances  affect- 
ing the  circulation  of  money.  Of  these,  one  of  the  most  im- 
portant is  credit.  Credit  supplies  the  jilace  of  money  in 
effecting  exchanges,  and  is  equivalent  to  an  increase  of  its 
amount ; “ for  credit,  though  it  is  not  producing  power,  is  pur- 
chasing power,  and  a person  who,  having  credit,  avails  him- 
self of  it  in  the  purchase  of  goods,  creates  just  as  much  demand 
for  the  goods,  and  tends  quite  as  much  to  raise  their  price,  as 
if  he  made  an  equal  amount  of  purchases  with  ready  money. ”f 
The  extension  of  credit,  then,  tends  to  reduce  the  value  of 
money  and  raise  prices,  and  its  contraction  to  lower  them. 

5.  The  extension  of  credit  depends  upon  the  means  of  pro- 
ducers. When  production  is  increased  they  endeavour  to 
increase  their  sales,  and  to  check  the  fall  of  prices,  by  allowing 
purchasers  time  to  make  payment,  and  when  the  quantity  of 
money  is  increased  they  endeavour  by  the  same  means  to 
prevent  the  rise  of  prices  from  causing  a decrease  of  consump- 
tion ; but  when  the  quantity  of  produce,  or  of  money  is 
reduced,  their  means  being  diminished,  credit  is  contracted. 

6.  The  actual  rate  of  prices  is  determined  by  the  manner 


* Mill,  Elements  of  Political  Economy,  p.  126. 
+ J.  S.  Mill,  Political  Economy,  b.  ii.,  chap.  11. 
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in  which  these  various  influences  are  combined  or  opposed  to 
each  other. 

When  an  increase  of  production  takes  place  the  fall  of 
prices  promotes  consumption  and  the  quicker  circulation  of 
money ; the  fall  of  prices  is  checked,  and  the  aggregate  return 
fur  produce  is  increased,  which  enables  producers  to  expand 
credit,  and  impose  a further  check  upon  the  fall  of  prices. 
The  rate  of  real  wages  is  raised  by  the  fall  of  prices,  and  the 
demand  for  labour  is  raised  by  the  increase  of  profits  and 
accumulation  of  capital. 

The  effects  of  a decrease  of  production  are  the  opposite  of 
these.  The  rise  of  prices  checks  consumption  and  the  circu- 
lation of  money ; prices  do  not  rise  in  the  same  proportion 
that  produce  has  diminished,  the  aggregate  return  is  reduced, 
and  credit  is  contracted,  which  checks  the  rise  of  prices  still 
more.  The  rate  of  real  wages  is  lowered  by  the  rise  of  prices, 
and  the  demand  for  labour  is  reduced  by  the  fall  of  profits  and 
diminished  accumulation  of  capital. 

But  when  prices  are  raised  by  an  increase  in  the  quantity  of 
money  the  check  to  consumption  is  counteracted  by  the 
abundance  of  money  and  its  quicker  circulation,  the  aggregate 
return  for  produce  is  increased,  and  credit  is  expanded,  the 
rise  of  prices  is  enhanced,  and  profits  are  raised ; but  real 
wages  are  reduced  by  the  rise  of  prices  ; and  though  the  de- 
mand for  labour  is  afterwards  increased  by  the  accumulation 
of  capital,  it  does  not  compensate  for  the  rise  of  prices,  and, 
there  having  been  no  increase  of  produce,  the  additional  capital 
is  obtained  at  the  expense  of  the  working  classes,  who  have 
been  compelled  by  the  rise  of  prices  to  reduce  their  consumption. 

And  when  the  quantity  of  money  is  decreased  and  prices 
fall,  the  impulse  to  consumption  is  counteracted  by  the  scarcity 
of  money  and  its  slower  circulation,  the  aggregate  return  for 
produce  is  reduced  and  credit  contracted,  the  fall  of  prices  is 
enhanced  and  profits  are  lowered ; real  wages  are  raised  for  a 
time  by  the  fall  of  prices,  but  the  check  to  the  accumulation 
of  capital  quickly  reduces  the  demand  for  labour,  and  the 
working  man  derives  no  permanent  advantage  from  the  fall  of 
prices. 
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7.  Profits,  tlien,  are  raised  by  an  increase  in  either  the 
quantity  of  money  or  of  produce;  but  in  the  former  case 
wages  are  not  raised  in  the  same  proportion  as  prices ; it  is 
only  the  distribution  of  wealth  which  is  changed,  without  any 
increase  of  its  amount,  and  the  rise  of  profits  is  obtained  at 
the  cost  of  the  working  man  ; while  in  the  other  case  there  is 
a real  increase  of  wealth,  of  which  ail  classes  partake,  the 
working  man  through  the  fall  of  prices,  and  the  capitalist,  not- 
withstanding the  fall  of  prices,  by  the  increase  of  the  aggregate 
value  of  the  produce  in  a greater  proportion  than  the  cost  of 
production. 

8.  It  also  appears  that  the  labouring  classes  are  injured  by 
both  the  increase  of  the  quantity  of  money  and  its  decrease. 
The  rise  of  money  wages  in  the  former  case  not  being  suffi- 
cient to  compensate  for  the  rise  of  prices ; while  the  fall  of 
profits  when  the  quantity  of  money  is  reduced,  checks  the 
accumulation  of  capital  and  the  demand  for  labour.  On  the 
other  hand,  the  fall  of  prices  which  results  from  the  increase  of 
production,  not  only  affords  them  the  immediate  power  of 
obtaining  a larger  quantity  of  necessaries,  &c.,  but  is  also 
attended  with  the  prospective  advantage  of  an  increase  of 
capital  and  of  the  demand  for  labour. 

9.  The  injurious  effects  of  alterations  in  the  quantity  of 
money  are  also  increased  by  the  expansion  and  contraction  of 
credit. 

We  have  seen  that  when  an  increase  or  decrease  of  produc- 
tion takes  place,  the  fall  or  rise  of  prices  is  checked  by  the 
increase  or  decrease  of  consumption,  which  tends  to  equalize 
the  value  of  money.  At  the  same  times,  credit  is  generally 
expanded  or  contracted,  which  assists  in  checking  the  varia- 
tion of  prices,  renders  the  value  of  money  more  uniform,  and, 
for  the  most  part,  concentrates  the  effect  upon  the  rate  of 
profit. 

Consequently,  when  production  is  increased,  the  rise  of 
profits  promotes  the  accumulation  of  capital,  the  demand  for 
labour,  and  the  rise  of  wages;  and,  when  it  is  diminished, 
the  contraction  of  ci-edit  checks  the  rise  of  prices,  lightens  the 
])ressure  on  the  working  classes,  and  affoi'ds  time  for  the  loss 
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to  be  partially  or  wholly  recovered  before  the  rate  of  wages 
is  reduced  in  an  equal  proportion. 

But,  as  we  have  also  seen,  when  the  quantity  of  money  is 
increased  in  a greater  proportion  than  production,  profits  are 
raised  by  the  rise  of  prices,  but  real  wages  are  reduced.  The 
abundance  of  money  promotes  the  expansion  of  credit,  which 
enhances  the  rise  of  prices,  and  the  depression  of  real  wages. 
And  when  the  quantity  of  money  is  reduced  and  prices  fall, 
the  scarcity  of  money  causes  a contraction  of  credit,  which 
enhances  the  fall  of  prices  and  profits,  and  the  check  to  the 
accumulation  of  capital. 

The  fluctuations  in  the  value  of  money,  then,  which  arise 
from  chang-es  in  production,  are  moderated  by  the  expansion 
and  contraction  of  credit,  which  tends  to  equalise  the  rate 
of  prices,  and  in  some  degree  protects  the  labourer  from  the 
effects  of  their  excessive  rise.  But  Avhen  its  value  is  changed 
by  an  alteration  in  its  quantity,  the  effect  upon  prices  is 
enhanced  by  the  effect  upon  credit,  which  interrupts  the 
restoration  of  the  equilibrium  between  its  supply  and  de- 
mand. 

iO.  What  is  especially  required,  then,  is  some  means  of 
controlling  the  expansion  and  contraction  of  credit,  when  the 
quantity  of  money  is  increased  or  decreased. 

The  employment  of  credit  in  effecting  exchanges  gives 
rise  to  the  allowance  of  a discount  when  cash  is  paid.  The 
average  rate  of  discount  or  interest  it  is  generally  agreed,  is 
proportioned  to  the  rate  of  profit,  and  rises  or  falls  as  it  rises 
or  falls. 

But  though  the  average  rate  of  interest  conforms  to  tiie 
average  rate  of  profit,  it  varies  from  time  to  time  with  tlie 
su))ply  of  money,  and  these  temporary  changes  are  indications 
of  fluctuations  in  the  value  of  money. 

When  the  value  of  money  is  raised  by  a reduction  of  its 
amount,  the  fall  of  prices  is  enhanced  by  the  contraction  of 
credit,  and  the  rate  of  profit  is  reduced  ; but  the  rate  of  in- 
terest is  raised  by  the  scarcity  of  money  and  the  contraction 
of  credit. 

And  when  it  is  lowered  by  an  increase  of  its  amount,  the 
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rise  of  prices  is  enhanced  by  the  expansion  of  credit,  and  the 
rate  of  profit  is  raised,  but  the  rate  of  interest  is  depressed  by 
the  abundance  of  money  and  the  expansion  of  credit. 

These  changes  are  only  temporary.  If  the  proportion 
between  the  money  in  circulation  and  the  commodities  pro- 
duced is  permanently  altered,  prices  rise  or  fall  in  proportion, 
and  the  rate  of  profit  and  the  rate  of  interest  resume  thei^* 
ordinary  proportions  to  each  other.* 

The  coincidence  of  a high  rate  of  prices  and  profits  with  a 
low  rate  of  interest  promotes  a speculative  rise  of  prices, 
which  not  only  absorbs  the  excess  of  money  in  which  it  ori- 
ginates, but,  if  long  continued,  disturbs  the  proportion  of 
exports  and  imports,  and  causes  an  efflux  of  specie,  a collapse 
of  prices,  and  a commercial  crisis. 

On  the  other  hand,  a rise  in  the  rate  of  interest  when  profits 
are  falling  interrupts  commerce,  checks  the  demand  for  labour, 
and  causes  general  distress  among  the  productive  classes. 

1 1 . These  effects  are  the  consequence  of  a disturbance  in 
the  proportion  of  the  supply  and  demand  of  money,  and  it 
is  evident  that  the  more  directly  any  addition  to,  or  subtraction 
from,  the  currency  is  made,  the  greater  will  be  the  effect 
produced. 

By  the  Bank  Charter  Act  of  1844,  the  Bank  of  England 
is  required  to  issue  notes  to  a certain  fixed  amount  repre- 
senting Government  debt  and  securities,  and  also  to  give  its 
notes  in  exchange  for  specie  at  a fixed  rate,  to  any  amount 
that  may  be  required,  which  notes  are  to  be  withdrawn  from 
circulation  whenever  repayment  of  the  specie  is  demanded. 
The  effect  of  these  provisions  is  to  cause  the  transmission  to 
the  Bank  of  almost  all  the  specie  imported,  and  the  immediate 
addition  of  the  amount  to  the  currency,  and  when  specie  is 
required  for  export,  it  is  withdrawn  directly  from  the  Bank, 
and  subtracted  from  the  currency  without  regard  to  the 
internal  state  of  supply  and  demand. 

The  supporters  of  the  Act  contend  that  it  has  no  influence 
whatever  over  the  amount  of  the  currency,  which  varies  in 


* See  Ricardo,  Political  Works,  pp.  170,  285. 
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exactly  the  same  manner  that  one  of  specie  only  would  do ; 
and  that  it  merely  substitutes  a less  expensive  currency  of 
paper  for  the  more  expensive  one  of  gold,  without  interfering 
in  any  degree  with  the  influx  or  efflux  of  specie.  But  in 
this  assumption  no  account  is  taken  of  the  effect  of  a variation 
in  the  value  of  specie  upon  credit,  the  amount  of  the  trans- 
actions effected  by  which  so  far  transcends  the  amount  of  specie 
in  which  they  are  finally  to  be  discharged,  and  multiplies  the 
effect  of  any  fluctuation  in  its  value  in  the  same  proportion. 
The  fifteen  millions  of  notes  issued  upon  securities,  representing 
the  proprietors’  capital,  are  employed  in  loans  and  in  dis- 
counting commercial  bills.  When  specie  flows  into  the 
country  and  money  is  abundant,  the  rate  of  interest  at  the 
Bank  is  reduced ; and  when  specie  is  flowing  out  and  money 
becomes  scarce,  the  rate  is  raised,  and  the  effect  of  these 
variations  is  to  inflate  or  contract  credit,  raising  or  lowering 
prices,  and  altering  all  the  commercial  relations  of  the  country. 

Tlie  reduction  in  the  rate  of  interest  tends,  in  some  degree, 
to  check  the  influx  of  specie,  but  it  comes  after  the  proportion 
of  the  supply  and  demand  has  been  altered,  and  by  promoting 
the  expansion  of  credit  and  the  rise  of  prices,  tends  to  disturb 
the  proportions  of  exports  and  imports,  and  to  cause  an  efflux 
of  specie  after  the  excess  has  been  absorbed  by  the  rise  of 
prices.  A rise  in  the  rate  of  interest  also  helps  to  recall  the 
specie  which  has  been  exported,  but  it  comes  too  late  to  check 
the  efflux  when  it  has  commenced,  and  often  even  increases  its 
extent  by  checking  the  export  of  productions,  which  would 
otherwise  tend  to  redress  the  balance  of  trade. 

12.  Many  scliemes  have  been  suggested  for  the  reform  of 
the  currency,  but  they  have  generally  consisted  of  one  or 
other  of  two  proposals:  — 1.  An  increase  of  the  notes  issued 
by  the  Bank  of  England  on  account  of  securities,  from  fifteen 
millions  to  eighteen,  twenty,  or  twenty-four  millions;  — or,  2, 
the  abolition  of  all  limitation  of  the  issue  of  notes,  every 
Banker  being  allowed  to  circulate  any  amount  he  thinks  fit, 
subject  only  to  the  obligation  of  paying  them  in  gold  whenever 
required. 

(1.)  The  amount  of  the  currency  is,  in  the  abstract,  of  no 
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importance ; wliat  is  essential  is  that  its  value  should  be  uniform. 
The  value  of  money  depends  upon  the  proportion  of  the 
supply  to  the  demand,  and  it  is  evident  that  no  fixed  amount, 
however  large,  can  possess  the  capability  of  adapting  its  supply 
to  the  demand,  which  is  ever  varying;  consequently,  the 
value  would  still  be  subject  to  as  great,  or  even  greater  fluc- 
tuations than  at  present. 

(2.)  The  advocates  of  an  unlimited  issue  of  notes  forget 
that  the  supply  of  money  creates  its  own  demand,  an  in- 
crease in  the  quantity  of  money  raising  prices,  and  the  rise  of 
prices  requiring  a larger  amount  of  money  to  effect  the  ex- 
change of  commodities.  Consequently,  if  the  issue  of  notes 
without  any  definite  limit  were  authorized  in  different  parts 
of  the  country,  the  increase  of  money  would  raise  prices,  the 
rise  of  prices  would  increase  the  demand  for  notes,  until  a 
short  harvest,  an  alarm  of  war,  or  some  other  cause,  would 
lead  to  a contraction  of  credit  and  a demand  for  specie  which 
it  would  be  impossible  to  satisfy. 

13.  Changes  in  the  value  of  money  are  indicated  by  changes 
ill  the  rate  of  interest,  which  rises  or  falls  before  any  con- 
siderable effect  is  produced  upon  prices.  If,  then,  the  amount 
of  currency  were  contracted  when  the  rate  of  interest  falls,  and 
expanded  Avhen  it  rises,  so  as  to  confine  its  fluctuations  within 
certain  fixed  limits,  the  proportion  of  the  supply  to  the  demand, 
and  the  value  of  money,  would  be  more  uniform,  and  the  dis- 
astrous effects  on  trade  and  production  which  are  caused  by 
its  fluctuations  Avould  be  in  great  measure  averted. 

As  the  nation  pays  the  Bank  3 per  cent,  on  the  fifteen 
millions  on  account  of  which  notes  an;  issued,  there  seems  to 
be  no  reason  why  a second  profit  should  be  made  by  its  em- 
ployment in  discounting,  to  the  disturbance  of  the  value  of 
money.  If  the  Directors  were  required  to  pay  over  to  the 
Treasury  the  3 per  cent,  on  any  portion  of  the  amount  in  cir- 
culation, they  would  be  able  to  obtain  the  full  value  of  their 
capital  whenever  the  rate  of  discount  rose  abov^e  that  rate,  and 
would  withdraw  it  from  circulation  when  the  rate  fell  below 


3 per  cent.  It  would  then  form  a reserve  fund  to  supply  any 
tenq)orarv  deficiency  arising  from  the  efflux  of  specie ; and  the 
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rate  of  discount  would  probably  oscillate  in  general  between 
3 and  5 or  6 per  cent. 

This  is  not  suggested  as  supplying  a perfect  currency,*  but 
as  requiring  the  smallest  change  in  the  system  now  employed. 
The  method  actually  adopted  is  of  little  importance  if  the 
object  is  ultimately  attained  of  rendering  the  value  of  money 
as  uniform  as  possible,  for  which  purpose  the  proportion  of  the 
supply  to  the  demand  must  be  rendered  as  uniform  as  possible. 
If  specie  only  were  employed,  it  would  soon  find  its  level  by 
the  natural  effect  upon  exports  and  imports.  But  as  the  legis- 
lature have  authorised  another  description  of  currency,  it  should 
be  its  care  that  the  natural  law  of  supply  and  demand  is  not 
arbitrarily  interfered  with.  The  Act  of  1844,  by  requiring 
the  issue  of  a fixed  amount  of  paper  representing  securities, 
has  prevented  the  supply  from  ada])ting  itself  to  the  demand, 
and  has  thereby  subjected  the  trade  of  the  country  to  alter- 
nations of  fever-fits  of  speculation,  and  collapse  such  as  it  is 
now  suffering  from.  The  well-being  of  the  working  classes 
and  the  general  interests  of  the  country  require  some  modi- 
fication to  be  adopted,  and  the  longer  it  is  delayed  the  greater 
will  be  the  loss  incurred  under  the  operation  of  the  present 


system. 

14.  To  avoid  complicating  the  question,  the  effect  upon 
foreign  trade  has  been  kept  out  of  consideration,  but  if  we 
examine  into  it,  we  shall  find  that  uniformity  in  the  value  of 
money  is  as  important  in  this  respect  as  in  domestic  commerce. 

Foreign  trade,  like  all  other  exchanges,  is  ultimately  an  ex- 
change of  productions,  and  a fall  in  the  value  of  money  enables 
the  foreign  producer  to  obtain  a larger  quantity  of  specie  for 
his  productions,  with  which  he  can  obtain  from  other  countries 
a larger  quantity  of  the  goods  he  requires  than  he  could  do 
from  the  country  where  the  value  of  money  is  low ; conse- 
quently arise  of  prices  checks  the  foreign  consumption  of  home 
productions,  and  reduces  the  demand  for  labour  in  preparing 
goods  for  foreign  markets ; and  a rise  in  the  value  of  money 
enables  foreign  merchants  to  obtain  a larger  quantity  of  pro- 


* See  Note  at  the  end. 


ductions  in  exchange  for  specie  ; therefore,  if  tlie  fall  of  prices 
is  the  effect  of  a reduction  in  the  quantity  of  money,  or  the 
contraction  of  credit,  the  aggregate  return  for  produce  and 
the  rate  of  profit  are  reduced,  and  the  accumulation  of  capital 
is  checked. 

To  estimate  the  prosperity  of  a country,  as  is  often  done, 
by  the  amount  of  her  exports  alone,  is  like  estimating  the 
wealth  of  an  individual  by  his  expenditure  instead  of  by  his 
income.  It  is  true  that  men  in  general  do  not  spend  more  than 
they  get,  but  some  do  so,  and  run  through  their  property. 
The  exports  of  a country  are  the  price  she  pays  for  the  foreign 
productions  she  consumes,  and  an  increase  of  their  amount, 
without  a corresponding  increase  in  the  quantity  of  imports, 
indicates  that  she  is  paying  a higher  }>rice  for  them.  If  this  is 
the  effect  of  an  increase  of  production,  she  may  do  so  without 
being  impoverished,  but  if  it  is  caused  by  a mere  change  in 
the  value  of  money,  the  accumulation  of  capital  will  be 
diminished.  At  the  same  time,  if  a country  imports  from 
foreign  countries  objects  for  the  production  of  which  they 
possess  no  superior  natural  advantages,  it  is  evident  that  her 
own  people  are  deprived  of  the  benefit  they  might  derive  from 
the  production  of  those  objects  by  their  own  labour,  and  that 
the  capital  which  their  labour  has  been  the  means  of  creating 
is  employed  in  supporting  the  labourers  of  foreign  countries. 

15.  The  unequal  distribution  of  wealth,  and  the  depressed 
state  of  the  working  classes,  has  of  late  been  frequently  attri- 
buted to  the  aggregation  of  land  in  large  properties ; and  this 
is  assumed  to  arise  from  the  law  of  entail,  which,  it  is  sup- 
posed, limits  the  quantity  of  land  offered  for  sale,  and  thereby 
raises  the  price  above  the  means  of  any  but  the  most  wealthy. 
But  the  high  price  of  land,  and  its  aggregation  of  land  in 
lai’ge  properties  is  a consequence  of  the  unequal  distribution  of 
wealth,  and  not  the  origin  of  it.  The  real  cause  must  therefore 
be  sought  elsewhere,  and  will  be  found  in  the  disproportion 
between  the  supply  and  demand  of  money,  caused,  from 
time  to  time,  by  variations  in  its  quantity. 

Rent,  being  surplus  profits,*  tends  to  rise  or  fall  with  profits. 


* See  Mill,  Elements  of  Political  Economy,  p.  72. 


though  not  exactly  at  the  same  time  or  in  the  same  proportion  ; 
but  the  price  of  land  rising  or  falling  with  the  abundance  or 
scarcity  of  money,  varies  inversely  with  the  rate  of  interest. 

Consequently,  when  production  is  increased,  the  rise  of  profits 
tends  to  raise  rents,  while  the  fall  of  prices  raises  their  value, 
and  the  decrease  of  production  has  the  contrary  tendency. 

But  when  prices  are  raised  by  the  abundance  of  money  or 
the  expansion  of  credit,  the  rise  of  profits  tends  to  raise  rents  ; 
the  rise  of  profits  from  this  cause,  however,  does  not,  as  we 
have  seen,  arise  from  any  increase  of  wealth,  but  merely  from 
a change  in  its  distribution,  and  is  obtained  at  the  expense 
of  the  labourer.  At  the  same  time,  the  abundance  of  money, 
and  fall  in  the  rate  of  interest,  raises  the  price  of  land  out  of 
proportion  to  its  produce, — above  the  means  of  those  who 
would  cultivate  it  for  profit,  and  the  demand  for  labour  is 
checked. 

And  when  prices  are  reduced  by  a diminution  in  the  quan- 
tity of  money,  the  fall  of  profits  tends  to  reduce  rents,  and  the 
scarcity  of  money  and  rise  of  the  rate  of  interest  reduce  the 
price  of  land ; the  fall  of  profits,  and  check  to  accumulation  of 
capital,  however,  prevent  those  who  are  engaged  in  production 
from  taking  advantage  of  it ; and  in  the  one  case,  as  in  the  other, 
the  fluctuation  in  the  value  of  money,  caused  by  the  dispro- 
portion between  its  supply  and  demand,  promotes  the  aggre- 
gation of  land  in  few  hands,  and  its  devotion  to  purposes  of 
pleasure  or  luxury  rather  than  its  productive  employment. 
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NOTE. 

The  writer  holds  with  Mr.  Ricardo,  that  “ a currency  is  in  its  most 
perfect  state  when  it  consists  wholly  of  paj)er  money,  but  of  P^per 
money  of  equal  value  with  the  gold  which  it  professes  to  represent.”* 
Rut  as  it  would  be  almost  impossible  to  carry  on  the  extensive 
foreign  commerce  of  this  country  altogether  without  the  use  of 
specie,  the  following  would  perhaps  be  as  near  an  approach  to  it  as 

would  be  desirable  ; — 

Let  the  fifteen  millions  of  notes  now  issued  by  the  Bank  of 
England  on  securities,  the  notes  of  country  banks,  and  the  Ex- 
chequer bills  now  afloat  be  withdrawn  from  circulation,  and  let 
their  place  be  supplied  by  a limited  amount,  say  forty  millions, 
of  Exchequer  bills  and  Exchequer  notes,  issued,  first,  in  payment  of 
the  debt  to  the  Bank,  and  the  remainder  in  exchange  for  the 
bills  at  present  afloat,  or  for  Consols,  in  such  a manner 
that  l-4th  part  of  the  total  shall  fall  due  at  each  of  the  four  quarters 
of  the  year.  The  Bills  being  for  amounts  of  £100  and  upwards, 
and  bearing  an  invariable  interest  of  2d  per  cent,  per  diem,  and 
the  notes  for  sums  of  £5  and  upwards,  bearing  no  interest,  but  being 
payable  for  taxes  and  duties  at  any  time  within  three  months  of 
their  becoming  due.  In  ordinary  times  such  notes  would  be 
current,  at  least  during  the  last  three  months,  without  any  dis- 
count. If  an  influx  of  specie  took  place,  the  interest-bearing  bills 
would  rise  to  a premium,  the  notes  would  disappear  from  circu- 
lation, and  the  fall  of  interest  and  impulse  to  speculation  would  be 
checked.  On  the  other  hand,  if  an  efflux  of  specie  occurred,  the 
rise  in  the  rate  of  discount  would  reduce  the  price  of  Exchequer 
bills ; if  it  proceeded  far,  they  would  be  exchanged  for  notes  and 

the  pressure  for  money  be  relieved. 

The  amount  of  Exchequer  bills  being  now  below  the  specified 
limit,  whenever  the  value  of  money  fell  below  a certain  point,  bills 
would  be  applied  for  in  exchange  for  Consols ; and  the  rate  of 
interest  would  thus  oscillate,  within  certain  limits,  about  the  rate 

borne  by  the  bills,  which  should  be  invariable. 

It  would  be  necessary  to  provide  for  the  contingency  of  notes 
being  paid  in  for  taxes,  but  whatever  fund  might  be  required  for 
tha^purpose  would  be  a low  price  to  pay  for  the  elasticity  and 
freedom  from  panics  which  such  a currency  would  afford. 

* Pol.  Works,  p.  218. 
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